REG-57-001 DEFINITIONS

001.01 Authorized tax stamps shall mean any @ésyistamps, labels, or prints
manufactured, printed, or made as prescribed by &xeCommissioner and includes
decalcomania tax stamps.

001.02 Ordinary business hours shall includeghwsirs in which the retailer or
wholesaler makes available cigarettes for saleitohasers.

001.03 Package shall mean a container in whidivigual cigarettes are wrapped or
boxed. A container in which packages of cigaredteswrapped or boxed is not included in the
term package for the purpose of determining thosgainers to which the tax stamp is to be
applied.

001.03A A container, in which less than twentyacajtes are wrapped or boxed, is
considered a package of cigarettes for Nebraslaaetig tax purposes and is subject to
the Nebraska cigarette tax.

001.04 Vending machine shall mean any coin-opdratechanical device or contrivance
used for the automatic sale, dispensation, or naediking of cigarettes in their original
package.

001.05 Cancellation of tax stamps shall meaxatitn of the stamp so that it cannot be
transferred to another package. A tax stamp trablan securely attached so that it may not be
removed is considered to have been canceled. .

~001.06 A manufacturer is any person or busindss wanufacturers, assembles,
fabricates, or produces cigarettes from raw mdseiaa sale to licensed cigarette wholesalers or
other persons.

(Section 77-2612, R.R.S. 2003. March 7, 2006.)

REG-57-002 APPLICATION FOR PERMIT TO AFFIX TAX STARS

002.01 Application for an annual Nebraska Wholke€aiharette Dealer's Permit shall be
made to the Nebraska Department of Revenue on flurmished by the Department.

002.02 The applying wholesale cigarette dealert ingtude with the application a fee of
$500.00 and shall furnish, with the applicatiorggdrthat the dealer has obtained a municipal or
county permit as a wholesale dealer in accordanitesection 28-1420 of the Nebraska Revised
Statutes.

002.03 If the application is approved, the whdlesigarette dealer must furnish a
corporate surety bond which is conditioned to faitit comply with all revenue laws pertaining
to the sale and use of cigarettes. Such bond neustrbished before the permit will be issued
and may accompany the application. Such bond bbdtr $1,000.00 unless the Tax
Commissioner shall require a larger amount.

002.04 The annual Nebraska Wholesale CigaretteePe&ermit shall run from January
1 to December 31.

(Sections 77-2603 and 77-2612, R.R.S. 2003. Mar@e06.)



REG-57-003 PURCHASE AND SALE OF TAX STAMPS

003.01 Only wholesale dealers holding a valid ldeka Wholesale Cigarette Dealer's
Permit may purchase and/or affix authorized tampta

003.02 Such wholesale cigarette dealers shalhagecfrom the Department of Revenue
authorized tax stamps. Payment must be made &itrteeof purchase. Deferred payments are
not permitted and payment must be in the form thieeicertified check, cashier's check, bank
draft, or bank money order.

003.03 For packages of 20 or fewer cigaretted@npackages containing more than 20
cigarettes, tax stamps may be purchased only t8 asiprescribed by the Nebraska Department
of Revenue.

003.04 Wholesale cigarette dealers purchasingaméd tax stamps are permitted to
purchase such tax stamps at a discount of oneighty-dive hundredths percent (1.85%) as a
commission for affixing such tax stamps .

003.05 Every wholesale cigarette dealer who veslainy of the provisions of sections
77-2601 through 77-2622 of the Nebraska Revisetlitesor any stamping agent who violates
any provisions of section 69-2708 of the Nebraskaised Statutes or any rules and regulations
adopted by the Department of Revenue, includingraito timely file the required reports, may
be subject to a penalty not to exceed one thoudaltats and have its license or discount
privileges suspended or revoked.

(Sections 69-2708, 77-2612, and 77-2608, R.R.S3.20arch 7, 2006.)

REG-57-004 Repealed.

REG-57-005 AFFIXING TAX STAMPS

005.01 Authorized tax stamps of the proper denatian are to be affixed to each
individual package of cigarettes in such manndpaslhere securely in accordance with the
instructions of the manufacturer. If packages gaoettes are wrapped in, or covered by, some
substance to which the tax stamps do not readitei@g such wrapper or covering must be
roughened or treated so that the tax stamps wikgdsecurely thereto.

005.02 Authorized tax stamps of the proper denatiun are to be affixed only to the
bottom end of each package of twenty (20) or maarettes.

005.03 Authorized tax stamps of the proper denatian are to be affixed to the lid or
top of flat, round, or other nonstandard packadesgarettes in such manner as to assure the
destruction of the stamp when the package is opened

005.04 Authorized tax stamps are not to be afficetthe carton, case, or container of
cigarettes, other than the individual package.

005.05 When a duly licensed wholesale cigaretédded®pens an original, sealed,
manufacturer's shipping container or case of citgsen order to affix Nebraska authorized tax
stamps or the tax stamps or impressions of any sthte, all packages of cigarettes in the
container or case are to be stamped in one contoperation.



005.06 Duly licensed wholesale cigarette dealexrg not have in their possession
packages of cigarettes, other than those in tiggnatj sealed, manufacturer's shipping container
or case to which authorized tax stamps or tax stasnmpressions of any other state have not
been affixed.

005.07 Authorized tax stamps must be canceled frithe time of sale by the wholesale
dealer. Cancellation of tax stamps is made whestédrap is affixed so it may not be removed
without tearing it.

(Sections 77-2602, 77-2603, and 77-2606, R.R.S3.20arch 7, 2006.)

REG-57-006 INSPECTION OF TAX STAMPS

006.01 When the Tax Commissioner or his or hey duthorized agents or
representatives shall find packages of cigarettesidch one complete readable authorized tax
stamp cannot be found on each package, he or alie@ghct the wholesale cigarette dealer
responsible for the stamping and distribution afrsaigarettes to take immediate action to
correct such conditions. If such correction is matde by the wholesale cigarette dealer, the Tax
Commissioner may suspend or revoke the wholesgéeette dealer's privilege to affix tax
stamps to packages of cigarettes.

006.02 This regulation does not limit in any whg penalties provided by statute for
actions by any person with intent to defraud tla¢estr evade the provisions of the state
cigarette tax laws.

(Sections 77-2603 and 77-2605, R.R.S. 2003. Mar@006.)

REG-57-007 INSPECTION OF RETAIL AND VENDING MACHINBISPLAYS

007.01 All packages of cigarettes are to be agdmg display cases, display counters, or
cigarette racks so as to visibly reveal the audeartax stamp if such arrangement is feasible
with the type of display case, display countergigarette rack that is being used. Any person
who owns or uses a display case, display count@igarette rack which is so constructed that it
is not feasible to arrange the cigarette packagetamed therein in a manner to visibly reveal
the authorized tax stamp , upon oral request oTtheCommissioner or his or her authorized
agent and without any additional notice, is reqliie unlock or open any and all such cases,
counters, or racks for a complete examination asddction of the cigarette packages therein for
the purpose of ascertaining that the packagesawthorized tax stamps.

007.02 All packages of cigarettes are to be pagkedyarette vending machines in such
a manner that, if any packages are visible whitxé@machine, the tax stamps must be clearly
visible to the public and to the Tax Commissionehis or her authorized agent. This paragraph
will in no way limit the inspection of the interi@f the vending machine by the Tax
Commissioner or his or her authorized agent if Saspection is required of the owner or
operator of the machine.

007.03 Any person who owns or operates a cigavettding machine which is so
constructed that any packages of cigarettes itatoire not visible to the public, upon oral
request of the Tax Commissioner or his or her aitéd agent and without any additional
notice, is required to unlock and open any andwth machines owned or operated for a



complete examination and inspection of the cigargtickages therein for the purpose of
ascertaining that the packages bear authorizestaaxps.

007.04 If any such vending machine is locatedremses not owned or controlled by
the owner or operator of the vending machine lat#tereon, access to the interior of such
machine must be provided at all reasonable timeisglordinary business hours to the Tax
Commissioner or his or her authorized agent foptimpose of examining and inspecting the
cigarette packages therein to ascertain that tbleagas bear authorized tax stamps.

(Section 77-2605, R.R.S. 2003. March 7, 2006.)

REG-57-008 REPORTS

008.01 Every person, firm, or association recg\aigarettes subject to a tax on the use
thereof from sources within or from sources withth#& boundaries of Nebraska, upon which the
tax has not been paid, shall pay such tax and ma&port of the receipt of such untaxed
cigarettes to the Nebraska Department of Revenus bafore the tenth day of each month for
cigarettes received during the preceding monthh®eports shall state the quantity of cigarettes
received (number of packages), date, amount padifram whom received.

008.02 Every licensed wholesale cigarette dealdrstamping agent as defined in Reg-
58-002.08 must file monthly reports upon forms autded by the Nebraska Department of
Revenue. The reports must be filed on or beforedahth day of each month for business
conducted during the preceding month and provittenmation as required by the Tax
Commissioner. See Reg-58-006 for other monthly memprequirements. The report shall be
considered timely filed if properly addressed te Nebraska Department of Revenue and
postmarked on or before the tenth day of each mdinte tenth day of the month falls on a
Saturday, Sunday, or approved holiday, the nextinddy Saturday, Sunday, or approved
holiday shall be the final timely filing date.

008.03 If the tax is not paid and the requiredrefs not received on or before the tenth
day of the month following the month in which thestamped cigarettes were received, the
report shall be deemed delinquent and a penap¥f of the tax due will be added to the tax
liability, together with interest at the rate spied in section 45-104.02 of the Nebraska Revised
Statutes, from the due date of the return to the payment is received.

008.04 Monthly reports shall be mailed to the Dapant of Revenue, P.O. Box 94818,
Lincoln, Nebraska 68509-4818.

008.05 Records supporting deductions claimed emtbnthly reports must be retained
by the wholesaler, unless required by the Tax Casimner to attach such supporting
documentation to the monthly reports. These recshdd include:

008.05A Copies of tax reports made to other stayddebraska wholesale cigarette
dealers for cigarettes retailed outside Nebraska,;

008.05B Invoices to manufacturers for damaged nagratise returned to the factory for
credit; and

008.05C Memo invoices for transfers of cigarettesnffone wholesaler to another, or
from one wholesaler to a factory representativearfamsfer of unstamped cigarettes.



008.06 When sales are made for delivery into céteges where there is not a state tax
report to support these sales, it shall be necg#isar each wholesaler execute a standard
exemption form for each such transaction which sh(ay the date of sale, (b) the name and
address of the consignee, and (c) the number afaliges sold. Wholesalers located outside the
State of Nebraska will be required to submit a repbNebraska stamped cigarettes sold to
Nebraska retailers. Such report shall includel@)date of the sale, (b) the name and address of
the retailer, and (c) the number of cartons soleeyTmay also be required, upon request, to
furnish copies of tax reports made to other stasesales into Nebraska.

008.07 When stamped cigarettes are returned ttathery, an invoice must be written
charging the factory with the number of packagésrned . The affidavit executed by the
manufacturer must (a) indicate the number of stahgreinstamped packages received, (b)
indicate the number of packages received bearitigpamed tax stamps , and (c) attest to the
destroying thereof.

008.08 Any cigarette tax shortage, evidenced byetitries and calculations on each
monthly cigarette tax report, must be paid for egarate check attached to the applicable tax
report. The discount as described in Reg-57-003.84t allowed on shortages. Any tax
shortage discovered by the Nebraska Departmeneweéiie, upon office audit of each tax
report, will be billed currently to the licenseedasuch licensee will remit by certified check,
cashier's check, bank draft, or bank money ordeathount of such shortage of tax by return
mail. The licensee is not permitted to averageamyt monthly shortage with any other month
which shows that more stamps were used than théewuof cigarettes which were recorded as
taxable.

(Sections 77-2604, 77-2608, and 77-2618, R.R.S3.20arch 7, 2006.)

REG-57-009 CARTAGE COST

009.01 If a wholesaler is also a retailer, thendbst to the wholesaler for those cigarettes
which he or she subsequently sells at retail $t@alé added thereto the cartage cost of the
cigarettes.

009.02 If a retailer performs any part of the @get then the cartage cost shall be added
to the retailer's cost of doing business. The gartast shall be deemed to be three-quarters of
one percent of the basic cost of the cigarettésaavholesaler in the absence of filing with the
Nebraska Department of Revenue satisfactory prblefsser or higher cost. Such cartage cost
shall be added to the retailer's cost of the citesdefore adding the retailer's cost of doing
business.

(Section 59-1504, R.R.S. 2004. March 7, 2006.)

REG-57-010 FILING OF LOWER COST

010.01 Any wholesaler making wholesale salesgdreittes to licensed Nebraska
retailers or any retailer making retail sales gbcettes in Nebraska who desires to prove that his
or her cost of doing business in Nebraska is less the statutory presumptive cost of doing
business computed according to the Unfair Cigaedles Act shall submit a petition for
approval of a lower cost along with actual cosadatthe State Tax Commissioner. The



statutory presumptive cost of doing business mestded in determining cigarette sales prices
until approval has been granted by the State Tawr@issioner to sell at a lower cost.

010.02 Petition for approval of a lower cost shatlude:

010.02A Any person making sales of cigarettes ibrbigka for more than a twelve (12)
month period shall submit actual cost data fortebedve (12) month period ending no
more than 90 days prior to the submission of thii@e, and actual cost data for each of
the petitioner's locations desiring to sell cigiegiat less than their statutory presumptive
cost of doing business.

010.02B Any person making sales of cigarettes ibriigka for less than a twelve (12)
month period shall submit actual cost data forgéeod beginning with the start of
business and ending no more than 90 days pritretsubmission of the petition of lower
cost for each of the petitioner's locations degitm sell cigarettes at less than his or her
statutory presumptive cost of doing business. thtexh, an explanation must be
submitted with the petition of any expected differes between the petitioner's actual
cost data and the costs for the remaining monthiseoinitial twelve (12) month period of
operations.

010.03 Upon receipt of the petition for approviehdower cost and actual cost data, the
State Tax Commissioner shall, within 45 days:

010.03A Approve the petition of a lower cost;

010.03B Request additional cost data or an exptamaf the previously submitted
information. Any requested information shall be mitbed as directed by the Department
of Revenue;

010.03C Schedule the matter for hearing which diea8let at least 20 days, but not more
than 60 days, from the date of mailing by certifiedil of the hearing notice. The hearing
notice may require that the petitioner provide #pt documents to the Department of
Revenue prior to or at the hearing; or

010.03D Return as incomplete any petition for apalof a lower cost and actual cost
data that does not contain the information as redun Reg-57-010.10 and Reg-57-
010.11.

010.04 The Department of Revenue shall notifyaéigioner within 45 days after the
hearing of the State Tax Commissioner's deternanafny order of approval shall contain an
expiration date and the percentage of cost of douginess as determined by the Department of
Revenue for the petitioner's specific location. pleecentage of cost of doing business shall be
used by the petitioner in establishing the minimseting price for cigarettes that are to be sold
at a specific location. The initial order of appabshall contain an expiration date not to exceed
18 months from the date of the order of approvhé &xpiration date should coincide with the
petitioner's calendar or fiscal year end. Eachegibsnt order of approval shall not exceed
twelve (12) additional months. Actual cost data amgporting documentation for each
subsequent period must be submitted sixty (60) dags to the expiration date of the order.

010.05 Any information or evidence filed pursutinthis regulation shall be treated as
confidential and shall not be disclosed by theeStatx Commissioner, or his or her employees
or agents, except for administrative review at aring for the purpose of providing the
petitioner an opportunity to explain or answer gaogstions concerning the cost information



submitted, or for the furnishing of the informatitnother states who allow similar privileges to
the Tax Commissioner.

010.06 Persons selling cigarettes in Nebraskadelsoe to submit a petition for approval
of lower cost must follow the criteria set forthReg-57-010.06A through
Reg-57-010.06C for their particular business op@natto determine whether they are acting in
the capacity of a wholesaler, retailer, or wholesahd retailer of cigarettes and whether Reg-
57-010.07, Reg-57-010.08, or Reg-57-010.09 musiskd in determining their presumptive cost
of doing business. A person may be acting in mioae bne capacity during the same time
period. Such a person will have to use a differeethod of determining the presumptive cost of
doing business for the cigarettes sold in eachagpa

010.06A A person who purchases unstamped cigarfeti®sa cigarette manufacturer or
another wholesaler and sells stamped cigaretteg$ate is a wholesaler and must
determine his or her cost of doing business aspbesl in Reg-57-010.07. The terms
sell at wholesale, sale at wholesale, and wholesdéss include the transfer of title of
cigarettes to a retailer or wholesaler for the psgpof resale.

010.06B A person who purchases unstamped cigafettesa cigarette manufacturer and
sells stamped cigarettes to a purchaser for consomg@ use and not for resale is a
retailer and must determine his or her cost of glbusiness as prescribed in Reg-57-
010.09.

010.06C A person who purchases stamped cigarettiesa wholesaler and sells
cigarettes to a purchaser for consumption or uaaaailer and must determine his or
her cost of doing business as prescribed in Re§1%708.

010.07 The following guidelines shall be used thlesalers who purchase unstamped
cigarettes from a cigarette manufacturer or anotleriesaler and sell cigarettes to a retailer.

010.07A Cost to the wholesaler shall mean the kst as defined in Reg-57-010.12E
plus the cost of doing business by the wholesal@valenced by the accounting
standards and methods regularly employed on astensibasis by the wholesaler in his
or her allocation of overhead costs and expensdsopancurred for the purpose of
determining accounting income in accordance wittegally accepted accounting
principles and standards. All revenues and expgraesor incurred shall be properly
matched for the analysis period for the petiticntatal operations.

010.07B Costs of doing business shall include goaitnot limited to, all direct costs, e.g.,
inbound freight charges, labor costs to affix tadi¢ia, cost of equipment to affix hand
stamps, glue, rental and maintenance expenseldaigarette tax stamping equipment ,
state and local cigarette licenses, and indireetliead costs and expenses paid or
incurred, such as pre-opening expenses; managdeesniabor costs (including salaries
of executives and officers); rents; depreciati@ljrsy costs; maintenance expenses;
interest expenses; delivery costs; all types ehises; all types of taxes; insurance;
advertising; and any district, central, regionall administrative and operational
expenses.

010.07C All indirect overhead costs and expens&sgrancurred by each of the
petitioner's specific locations filing a petitiohlower cost shall be fully allocated as
required by Reg-57-010.07A.



010.07D All district, central, and regional pre-apg, administrative, and operational
overhead costs and expenses paid or incurredishéllly allocated in accordance with
Reg-57-010.07A.

010.07E Prior to the Department of Revenue's ag@ha petition for a lower cost, or
after the expiration of an approved petition, thetof doing business by the wholesaler
making the sale shall be presumed to be four pefdét) of the basic cost of cigarettes
to the wholesaler, plus cartage to the retail ouitieerformed or paid by the wholesaler,
which cartage cost, in the absence of filing atjpetifor approval of a lower cost, shall
be presumed to be three-quarters of one percehv{3L%) of the basic cost of cigarettes
to the wholesaler.

010.08 The following guidelines shall be used étaiters who purchase stamped
cigarettes and sell cigarettes at retail.

010.08A Cost to the retailer shall mean the basst as defined in Reg-57-010.12E plus
the cost of doing business by the retailer as exde by the accounting standards and
methods regularly employed on a consistent basthdyetailer in his or her allocation
of overhead costs and expenses paid or incurreithégpurpose of determining
accounting income in accordance with generally pigmbaccounting principles and
standards. All revenues and expenses paid or edtirall be properly matched for the
analysis period for the petitioner's total operagio

010.08B Costs of doing business shall include goaitnot limited to, all direct costs, e.g.,
inbound freight charges, state and local cigalet¢@ses, and indirect overhead costs and
expenses paid or incurred, such as pre-openingnegpemanagement fees; labor costs
(including salaries of executives and officersjitse depreciation; selling costs;
maintenance expenses; interest expenses; delivsty; @ll types of licenses; all types of
taxes; insurance; advertising; and any centrakaeggnal administrative expenses.

010.08C All indirect overhead costs and expens&sgrancurred by each of the
petitioner's specific locations shall be fully alided as required by Reg-57-010.08A.

010.08D All district, central, and regional pre-apg, administrative, and operational
overhead costs and expenses paid or incurredishéllly allocated in accordance with
Reg-57-010.08A.

010.08E Prior to the Department's approval of @ipetfor a lower cost, or after the
expiration of an approved petition, the cost ohddousiness by the retailer shall be
presumed to be eight percent (8%) of the basicafasgarettes to the retailer.

010.09 The following guidelines shall be used étaiters who buy unstamped cigarettes
from a cigarette manufacturer and sell cigarettestail.

010.09A Any retailer who purchases unstamped citggdérom a manufacturer at a price
which is approximately the same as the price ndynaad usually charged for purchases
in wholesale quantities, shall, in determining ¢bst to the retailer, add to the basic cost
of cigarettes as defined in Reg-57-010.12E the @bdbing business by the retailer and
the cost of doing business by the wholesaler.

010.09B Costs of doing business shall include goeitnot limited to, all direct costs, e.g.,
inbound freight charges, labor costs to affix tadi¢ia, cost of equipment to affix hand
stamps, glue, rental and maintenance agreemenhsspé&r the cigarette tax stamping
equipment, state and local cigarette licensesjraticect overhead costs and expenses



paid or incurred, such as pre-opening expensesagesnent fees; labor costs (including
salaries of executives and officers); rents ; dapt®n; selling costs; maintenance
expenses; interest expenses; delivery costs;pbtpf licenses; all types of taxes;
insurance; advertising; and any central and regjiadainistrative expenses.

010.09C All indirect overhead costs and expens&sgrancurred by each of the
petitioner's specific locations shall be fully alided as required by Reg-57-010.09A.

010.09D All district, central, and regional pre-apg, administrative, and operational
overhead costs and expenses paid or incurredishéllly allocated in accordance with
Reg-57-010.09A.

010.09E Prior to the Department's approval of @ipetfor a lower cost, or after the
expiration of an approved petition, the cost ohgabusiness by such retailer for
purchases from a manufacturer shall be presumbd 1&.32% of the basic cost of
cigarettes to such retailer.

010.10 The actual cost data to be submitted €halle based on cost of goods sold, (2)
contain the petitioner's basic cost of cigarettdd ®r the specific location, (3) set forth each
specific total direct cost, overhead cost, and egpeaid or incurred, and (4) set forth the basis
used to allocate each overhead cost and expemnsénitthe purchase and sale of cigarettes in
Nebraska. The total dollar amount of each overloestiand expense item to be allocated must
be set forth and followed by a showing of its onsdred percent (100%) allocation.

WHOLESALER OR RETAILER COST OF DOING BUSINESS FORIE SPECIFIC
LOCATION

PERIOD OF ANALYSIS BEGINNING , AND ENDING .

BASIC COST DETERMINATION:

Total invoice cost of all cigarettes sold in Nela@or the period of analysis $

Less: total manufacturer's cash discounts for ptgrapment allowed on the purchase of
cigarettes sold in Nebraska $

Net invoice cost of cigarettes sold in Nebraska $

Plus: Nebraska cigarette tax on cigarettes soldeioraska $

Total basic cost of cigarettes sold in Nebraska $

COST OF DOING BUSINESS

A. Direct costs associated with the purchase aledagaigarettes in Nebraska for the analysis
period $

B. All indirect costs that are allocated, brokenvddoy name or nature of cost in the analysis
period.

The total amount to be allocated must be shown. $

Total direct and indirect overhead costs $

Percentage of cost of doing business (total daadtindirect costs divided by basic cost) %

010.11 When submitting actual cost data, as requy Reg-57-010.10, the petitioner
shall provide supporting documentation such asnbttimited to:

010.11A A written explanation of any differenceweén the petitioner's overall cost of
doing business from his or her cigarette cost aiglbusiness for the specific location
that is engaged in the business of selling cigasedt wholesale to licensed Nebraska
retailers or making sales of cigarettes at retdihis state;



010.11B A copy of one cigarette purchase invoioenfeach cigarette manufacturer or
wholesaler for every month of the period of analysi

010.11C Copies of the latest filed federal incomereturns including Schedule A and
all attachments;

010.11D Schedule K-1 (Form 1065);
010.11E Form 4562,

010.11F Latest available income statements;
010.11G Latest available annual reports; and

010.11H Any other financial statements or informatnecessary to substantiate the
actual cost data.

010.12 Definitions as defined in the Unfair CigteeSales Act in section 59-1502 of the
Nebraska Revised Statutes.

010.12A Wholesaler shall mean any person who:
010.12A(1) Purchases cigarettes directly from th@ufacturer;

010.12A(2) Purchases cigarettes from any otheopemho purchases from the
manufacturer with the intent to acquire such cigasesolely for the purpose of
bona fide resale to retail dealers or to otherqresdor the purpose of resale only;

010.12A(3) Services retail outlets by the mainteeanf an established place of
business for the purchase of cigarettes, includagnot limited to, the
maintenance of warehousing facilities for the sjerand distribution of
cigarettes.

010.12B Retailer shall mean any person, includimdhalesaler, who operates a store,
stand, booth, or concession for the purpose of mgakales of cigarettes at retail
including sales through vending machines.

010.12C Sell at retail, sale at retail, and redalés shall mean any transfer of cigarettes
for a valuable consideration, made in the ordir@ayrse of trade or usual conduct of the
seller's business, including sales through vendiaghines, to the purchaser for ultimate
consumption or use.

010.12D Sell at wholesale, sale at wholesale, dmulegale sale shall mean any bona
fide transfer of title to cigarettes for a valuabtesideration made in the ordinary course
of trade or in the usual conduct of the wholesalau'siness, to a retailer for the purpose
of resale.

010.12E Basic cost shall mean the invoice costgairettes to the retailer or wholesaler,
or the replacement cost of cigarettes to the widde®r retailer in the last quantity
purchased, whichever is lower, less all trade dist®and the normal discount for cash
afforded for prompt payment, excluding any spe@airaordinary, or anticipatory
discounts for payment within a shorter period oidithan the prompt payment date
required for eligibility for the normal discountrfoash, and to which shall be added the
full value of all stamps which may be required by aigarette tax act and ordinance of



any municipality of that state in effect or enact later date, if the cigarette tax has
not already been included by the cigarette manufacin its list price.

010.12F Trade discounts shall mean those pricectieths which are offered by a
cigarette manufacturer and represent a reductitmeitist price of the item being
purchased.

010.12G Cash discounts shall mean those price tiedaavhich are offered by a
cigarette manufacturer and represent an inducetoehé purchaser to encourage prompt
payment.

(Section 28-1423 R.R.S. 1995, and sections 59-1%@ligh 59-1518, R.R.S. 2004. March 7,
2006.)

REG-57-011 MEETING COMPETITION

011.01 Prior to offering cigarettes for sale &vaer price to meet competition pursuant
to Section 59-1509, R.R.S. 1943, the wholesaleetailer must ascertain from the Tax
Commissioner whether the competitor has madergfproving a lower cost in accordance with
Reg-57-010.

011.02 Upon affirmation, the wholesaler or retaifey presume the validity of the
competitor's lower price until a determination othise has been made by the Tax
Commissioner.

(Section 59-1509, R.R.S. 1943. September 15, 1975.

REG-57-012 OFFERS OF CIGARETTE SALES

012.01 Wholesalers, retailers, and other persanprahibited from advertising, offering
to sell or selling at retail or wholesale cigarsti less than cost to such wholesaler or retaiter,
offering or giving a rebate in price or concessadany kind in connection with the sale of
cigarettes unless such rebate in price or conaessgiven by the wholesaler or retailer in the
same ratio with respect to all other merchandis®e aghich such rebate or concession may
lawfully be given which is sold by such wholesaderretailer in the ordinary course of his trade
or business. The term "other persons” includeseigmamanufacturers. Manufacturers who, with
intent to injure competition among the retailersuolesalers of this state, offer cigarettes for
sale at retail or wholesale at less than cost¢b setailer or wholesaler, are in violation of the
Unfair Cigarette Sales Act.

(Sections 59-1503, 59-1514, and 59-1502(1), R.F983. September 15, 1975.)

REG-57-013 INTENT TO INJURE COMPETITION

013.01 A sale, offer of sale or advertisement bgtailer, wholesaler, or other person, of
cigarettes at less than cost or an offer of a eebatoncession for the sale of cigarettes or a
promotional offer made by cigarette manufacturersahy purpose which is made available to
retailers or wholesalers on a localized basisrimgfacie evidence of an intent to injure
competition under Section 59-1503(1), R.R.S. 19&nufacturers may overcome this
presumption of an intent to injure competition amoetailers or wholesalers by showing to the



satisfaction of the Tax Commissioner that suchroffas made available to every retailer or
wholesaler, whose method of making sales wouldhetlleem to participate in the promotion.
Manufacturers must submit to the Tax Commissioneritien explanation of the promotion
within a reasonable time prior to the promotion agdee to furnish proof that the promotion was
offered to each eligible retailer or wholesaleth# Tax Commissioner should so request. If the
offer was not made available to every retailer bolesaler within a reasonable time for the
retailer or wholesaler to accept the offer, thenghesumption is that the manufacturer attempted
to injure competition among retailers or wholesaley only presenting the offer to some of the
retailers or wholesalers and such offer is proéitAll promotions must be offered on a state-
wide basis and must have the Tax Commissioneriogglprior to being offered.

(Sections 59-1503 and 54-1506, R.R.S. 1943. Deeehl984.)

REG-57-014 OFFERS OF MERCHANDISE COMBINED WITH CIBGETTES

014.01 No wholesaler, retailer, or other persoi aféer, with intent to injure
competition among the wholesalers or retailersisf $tate, a combined package of cigarettes
and other merchandise including cigarettes, atce pess than the combined costs of the
cigarettes and merchandise. The wholesale or ssthiihg price of such combined package must
equal or exceed the total of the invoiced coshefdigarettes, including the cost of doing
business, all applicable cigarette taxes, andnyeiced cost of the merchandise including the
cost of doing business in relation to that mercimndNone of these three factors may be
reduced by any payment by another person, a retural credit memo.

014.02 A manufacturer may offer combined packajegyarettes and merchandise,
including cigarettes, at a reduced invoice pricebgrcoming the presumption of intent to injure
competition between retailers or wholesalers ia ghate. If the manufacturer shows, under Reg-
57-013, that the combination offer is made avaddblall the retailers or wholesalers in the
state, then the presumption is overcome.

(Sections 59-1503, 59-1506, and 59-1511, R.R.&3.18lay 11, 1982.)

REG-57-015 OFFERS OF PREMIUM COUPONS

015.01 A premium coupon attached by a wholesalegtailer to cartons or packages of
cigarettes is a concession given for the purchasgarettes and is prohibited by Section 59-
1503, R.R.S. 1943. A premium coupon is a couporthvis redeemable by the purchaser for
merchandise, cash, trading stamps, or anythinglokv

015.02 Premium coupons may be attached by manwéastto cigarette cartons or
packages if such cartons and packages are madaldwao all retailers and wholesalers in the
state without preference. If a manufacturer do¢snake such premium coupons available to all
wholesalers or retailers, then the manufacturembasvercome the presumption of intent to
injure competition among the retailers and whotasabf this state.

(Sections 59-1503 and 59-1514, R.R.S. 1943. Sépetd, 1975.)

REG-57-016 COUPONS FOR A REDUCTION IN PRICE

016.01 Coupons may not reduce the selling pricagairettes to below the retailer's cost
as computed in section 59-1504 of the Nebraskasedvbtatutes. A retail store coupon is a
coupon offered by a retailer by which the priceny container of cigarettes is reduced by



presenting the coupon to the retailer who has gué retail store coupon is in effect a
discount by the store and reduces the selling poitke purchaser of the cigarettes. If the price
is reduced below the retailer's cost by the coutiem the coupon offer is prohibited. If the
coupon is given by a retailer upon the purchasggarettes and later redeemed by the retailer,
such redemption is a concession or rebate anafslpted.

016.02 A manufacturer's coupon is a coupon offesethe manufacturer to the public by
which the price of any container of cigarettesiduced by presentation of the coupon. A
manufacturer's coupon is a separately negotialdardent. Price reduction stickers or coupons
that are not redeemable by the participating eataite prohibited. Such coupons which reduce
the selling price of cigarettes below the retasledst or which are a rebate or concession for the
purchase of the cigarettes are prohibited if suipon is offered with the intent to injure
competition among the retailers and wholesalethisfstate. The manufacturer may overcome
the presumption of intent to injure competitiothé manufacturer fulfills the requirements of
Reg-57-013 and shows that the coupon is redeerbgla# retailers choosing to participate in
the offer, that the manufacturer will give the samlgate or concession regardless from which
retailer the cigarettes were obtained, and thatolgon will be invalid if used by the retailer in
the retailer's advertising.

016.03 Any retailer participating in a buy-dowmpiotion may use promotional signs
and displays to advertise the value of a cigaradiaufacturer's buy-down amount or the selling
price of the cigarettes after allowance for the-doywn amount, provided the promotional signs
and displays identify the full retail selling pripeior to the buy-down amount. The promotional
signs and displays must also state that the sates tomputed on the full retail selling price
prior to the allowance for the buy-down amount. édising the selling price net of the buy-
down amount is permissible even when the buy-dowouat reduces the sales price below the
minimum retail selling price.

016.04 Retailers accepting a manufacturer's aoag@art of the selling price of a
package of cigarettes must compute the applicabds sax on the full selling price before
deduction for the coupon.

(Sections 59-1503 and 59-1514, R.R.S. 2004. Mar@00d6.)

REG-57-017 CASH DISCOUNTS GIVEN TO WHOLESALERS GRETAILERS

017.01 Cash discounts given to wholesalers aflees by manufacturers or given to
retailers by wholesalers for prompt payment of inge reduce the invoice cost of cigarettes to
the wholesaler or retailer and may be reflected lmwer purchase price. If the purpose of such
discounts is not to entice the purchaser to puechasn a particular seller but rather to
encourage prompt payment of invoices, there isresymed intent to injure competition by such
action.

(Sections 59-1504(1) and 59-1505, R.R.S. 1943. May1994.)

REG-57-018 SHELF PAYMENTS TO RETAILERS BY MANUFACTRERS

018.01 Payments made or credits given to a refaitgoromotional purposes including
shelf payments are not to be considered in detémmihe cost of cigarettes to the retailer, nor
can such payments or credits be used to increasapiroved buy-down promotion or to extend
a designated promotion period.



(Section 59-1511(2) R.R.S. 2004. March 7, 2006.)

REG 57-019 EXEMPTION FOR NATIVE AMERICAN INDIANS

019.01 Any sale of cigarettes to a Native Ameritahan where title and possession are
taken within the boundaries of an Indian ReservaitioNebraska is exempt from tax.

019.02 Retailers making exempt cigarette salesre@sive a credit for the cigarette tax.
To support the credit the retailer must distinguoshhis or her cigarette sales records the exempt
sales to Native American Indians from the nonexesajgs.

019.03 A claim for credit of cigarette tax mustrbade to the licensed wholesale
distributor on the Nebraska Credit ComputationGagarettes and Tobacco Products Sold to
Native American Reservation Indians, Form 68.

019.04 Licensed wholesale distributors receiveitfer the cigarette tax paid by
submitting the completed Form 68 with a subseqtiefitraska Cigarette Purchase Order for
Stamps and Impressions.

(Sections 59-1514 and 59-1518, R.R.S. 1943. MayL944.)

REG 57-020 MINIMUM SELLING PRICE

020.01 A change in the list price of cigarettesabyanufacturer or a change in the
Nebraska cigarette tax rate must be followed blgange in the minimum selling price charged
by wholesalers and retailers.

020.02 Any change in the minimum selling priceigarettes becomes effective the
same date as the manufacturer's change or the skelxmarette tax rate change.

020.03 Each step in the minimum pricing calculaiaust be computed to the tenth of a
cent and the result rounded to the next higher. cent

(Sections 59-1514 and 59-1518, R.R.S. 1943. MayL944.)



